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Nebraska Farm Real Estate Market
Developments 2005-2006
Summary
Nebraska’s agricultural land values rose an average of 9.6 percent during the year ending
February 1, 2006.  This brought the state’s average all-land value to over $1,000 per acre and the
total worth of agricultural real estate to more than $45 billion. 
In the wake of a series of generally favorable income years for most of the state’s agricultural
sector, land values have advanced rather sharply over the past three years – particularly in the
eastern third of the state. The three eastern districts have experienced value increases of 40
percent or more since February 2003. 
In contrast to these sharply higher values, some other areas of the state have experienced more
moderate gains and even some value declines.  This occurred in the South District during the
year ending February1, 2006 where the all-land average value declined over four percent.  The
declines in that area were closely associated with the irrigation land classes.  Likewise, gravity
irrigated cropland in the Southwest district was down slightly for the year as expectations of
future irrigation water availability remain uncertain in these areas. 
General market characteristics in 2005 were similar to those reported in recent years.  Based on
reporter information on 475 actual, representative sales, about half of all purchases were for cash
with no debt financing, even though the average dollar value per transfer exceeded $300,000 in
every district.  About three of every five buyers was an active farmer/rancher.  Nonfarm buyers
reportedly had a significant presence in most local markets across the state; and their activity is
seen as a contributing factor in the upward movement of land values. 
Despite large dollar jumps in petroleum-based farm inputs, cash rental rates for cropland in 2006
were not negotiated lower in most regions of Nebraska.  In fact, some modest increases in 2006
cropland cash rental rates occurred in the eastern districts. 
This year, UNL  reporters provided valuable insight into the dollar adjustments typically being
made to average cash rental rates when the tenant is providing some of the irrigation system. 
The sharing of the irrigation system components is an increasing occurrence
Results of the 2006 UNL survey suggest that associated percentage net rates of return to
agricultural land continue their gradual decline of several years duration.  Current annual net
rates of return are in the three to five percent range for much of the state’s agricultural land base. 
. 
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Nebraska is a leading agricultural state,
consistently ranking in the top five in cash
receipts of farm marketings. It is a national
leader in both major grain and livestock
commodities; and most recently in the
rapidly expanding ethanol production. This is
largely a reflection of it’s rich and diverse
endowment of agricultural land and water
resources. Current estimates of the
agricultural land’s worth place it at more than
$45 billion (see Appendix Table 1), with
virtually all of it under private ownership. 
In any given year, two to three percent of the
state’s agricultural land holdings transfer
ownership, with much of that occurring
through hundreds of local land markets
across the state. In short, the agricultural
market exceeds $1 billion of transfer activity
annually. Additionally, the companion
market, the cash rental market, annually
experiences new cash lease arrangements for
agricultural land that would conservatively
be greater than $1 billion. Consequently, an
accurate monitoring and analysis of
Nebraska’s agricultural real estate markets is
critical to the economic health of the
agricultural sector and the state economy as a
whole. 
The 2006 UNL Nebraska Farm Real Estate
Market Developments Survey marks the 28
consecutive year of tracking the agricultural
land market activity across the state. Relying
on a cadre of nearly 150 land market
observers, the UNL Department of
Agricultural Economics is able to compile a
wealth of information and maintain a number
of time series data sets. From this base,
market participants can be aware of state and
sub-state market characteristics and trends
over time. Survey participants are closely
associated with the agricultural land markets
in their localities in their occupational roles
as real estate appraisers, lenders, professional
farm managers, and other real estate
professionals. Since the vast majority of these
survey participants respond each year, the
process is more one of periodically inquiring
from a panel of experts than a larger random
survey of individuals who may or may not be
aware of market conditions. This contributes
to a more robust information set. 
Two types of survey information are included
in this report. The first are a number of point-
in-time estimates that respondents provided as
of February 1, 2006. These include their
current estimates of market value for various
classes of land as well as their current
estimates of cash rental rates for the 2006
season. These estimates were then averaged
and compared with previous year’s levels to
determine annual percentage changes. In all
cases, the estimates are reflective of actual
market activity observed by the respondents,
but they are a compilation of market
activity–not a specific sale or transfer. 
The second type of survey information is
characteristics of actual land transfers that
have occurred during the previous 12 months.
Approximately 475 recent sales were deemed
representative of local agricultural markets
and reported in this year’s survey. This
component provides a sound foundation of the
recent transfer market; and, when compared
with earlier years, a reliable trend indicator of
various market characteristics.
Special features of this year’s report include
the following:
• Additional reporter information on
cash leasing of center pivot cropland;
• County-level average value per acre of
agricultural land and buildings as
reported in the 2002 Census of
Agriculture for Nebraska (Appendix
Table 7.)
22006 Land Values and Recent Trends
Agricultural land values across most of
Nebraska moved upward during the year
ending February 1, 2006, with the state all-
land average rising 9.6 percent (Figure 1 and
Table 1). For the first time, the state all-land
average value topped the $1,000 per acre
mark. Rising values were prevalent across all
land classes. However, considerable regional
variability was observed across the state in
recent months as a host of market forces
played out.
The Northeast District experienced the
largest value increases, with the all-land
average rising an estimated 15.5 percent  for
the 12-month period. The combination of
several years of relatively favorable weather
patterns plus a positive farm income effect of
this area’s diverse crop and livestock
economy seemed to fuel a very spirited
bidding environment for agricultural land.
The Southeast District also experienced
sharply rising land values for the year ending
February 1, 2006 (on average 12.6  percent),
which followed on very strong increases for
the past few years. 
Over the past three years, since February
2003, the all-land average value in the
Southeast district climbed 50 percent, the
sharpest rise of any area of the state (see 
historical value series in Appendix Table 4).
But strong three-year movements are evident
in the other eastern areas as well, with 41
percent in the East District and 40 percent in
the Northeast District. In the vernacular of the
real estate industry, any three-year change in
value of more than 30 percent (adjusted for
the general rate of inflation) is considered to
be a real estate bubble. These eastern
Nebraska value increases meet that criteria.
While many inferences can be, and are, drawn
from this designation, it generally tends to
suggest that such upward trends are not likely
to continue. Moreover, these rates of upward
value movement are not only seen as
unsustainable, but also could be subject to
some future downward value adjustment as
the market seeks out new equilibrium levels. 
While strong value increases were occurring
in the eastern areas of the state, a considerable
contrast in value movements was occurring in
the South and Southwest Districts during the
year ending February 1, 2006. In the South
District, the all-land average value actually
fell 4.2 percent during the 12-month period.
Much of this region is impacted by the
Republican River controversy with Kansas
which continues to create considerable
uncertainty for area producers regarding both
immediate and long-term irrigation water
availability. 
Figure 1.  Average Value of Nebraska Farmland, February 1, 2006 





























3 All the cropland classes involving irrigation
or irrigation potential experienced lower
values for the year ending February 1, 2006.
Survey reporters from that affected area
frequently commented that the land class,
dryland cropland with irrigation potential,
Table 1. Average Reported Value of Nebraska Farmland for Different Types of Land by
Agricultural Statistics District, Feb. 1, 2005 - Feb. 1, 2006.a  
Type of Land 
and Year
Agricultural Statistics District 
Northwest North Northeast Central East Southwest South Southeast Statec
 - - - - - - - - - - - - - - - - - - - - - - - - - - - - - Dollars Per Acre - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 
























































































































































































































































a SOURCE: 2005 and 2006 UNL Nebraska Farm Real Estate Market Developments surveys.
b Value of pivot not included in per acre value.
c Weighted averages
 
4doesn’t effectively exist in that area any
more, due to moratoriums on future
development. In the most affected areas,
reported values for this class of land
essentially mirrored those values reported for
dryland cropland without irrigation potential.
While not all areas of the South District have
experienced this pattern, clearly the issue of
water and its availability is becoming a
critical variable in many local land markets
in that part of the state. 
Similarly, water factors appeared to be
dampening markets for gravity irrigated
cropland in the Southwest District, as well as
for dryland cropland with irrigation potential.
Even if water is currently available, the
potential for future constraints–physical
and/or institutional–are being factored into
current values. 
Ironically, in other areas of Nebraska where
irrigation moratoriums don’t exist and may
be only pending, demand for land that still can
be developed for irrigation has appeared to be
quite strong. Evidence of this effect shows up
in both the North and Northeast Districts.
Even tillable grazing land in some areas is
being purchased with the intent of developing
it for irrigation before future legal constraints
would preclude that option.
Given this state’s very substantial cattle
economy and its recent profitability, the
grazing and hayland classes also showed
strong upward value advances for the year
ending February 1, 2006. The cattle economy,
particularly for stockmen, continued to be
profitable into early 2006. And as herd
expansion occurred, these land classes rose
sharply in value in all regions except the
South District. Presently, land asset values per
animal unit carrying capacity are now at
record levels across much of this state’s major
grazing areas. 
Ranges in Reported Land Values by Land Type and Region  
            
The historical patterns of value ranges
between the low grade and high grade land
qualities  continued into 2006. Reporters to
the 2006 survey provided their estimates of
the ranges for each of the land classes (Table
2). 
It is interesting to note from this table that
high-grade dryland cropland without irrigation
potential is now at the $2,000 level in both the
Northeast and Southeast Districts, and at
$2,700 per acre in the Eastern District.
Likewise, for center pivot irrigated cropland,
the Eastern district is now seeing the high-
grade parcels valued in excess of $3,500 per
acre and approaching $3,000 per acre in the
Northeast and Southeast. Compared with
value levels of three to five years earlier (as
noted in Appendix Table 4), these represent
 new plateaus for high-grade agricultural
cropland in Nebraska.   
In most instances, both the direction and the
relative magnitude of annual value changes of
the land grade classes generally paralleled that
of the overall average values. In other words,
in most areas, there does not appear to be a
significant differentiation in percentage
changes in value across the land quality
continuum. However, in areas where the
strongest bidding has occurred and land values
have shown the largest gains in recent months,
there is some indication that the percentage
value gains of the lower-grade land has tended
to be relatively greater. Comparing the
reported values by grade in Appendix Table 4
to year-earlier levels suggests that recent
market participants may have been willing to
5bid up the lower quality parcels by somewhat higher percentages than those associated with
the higher grade parcels.  
Table 2. Average Reported Value Per Acre of Nebraska Farmland for Different Types and
Grade of Land in Nebraska by Agricultural Statistics District, February 1, 2006. a
Type of Land 
and Grade
Agricultural Statistics District 
Northwest North Northeast Central East Southwest South Southeast
 - - - -- - - -  - - - - - - - - Dollars Per Acre - - - - - - - - - - - - - - - - - - - - - - - - - 




































































































































































































a SOURCE: 2006 UNL Nebraska Farm Real Estate Market Developments Survey.
b Value of pivot not included in per acre value.
Factors Influencing Current Agricultural Land Markets
According to the 2006 UNL survey
respondents, there are several factors
operating in the current market which are
contributing to the increasing land values.
When asked to rank these, the impact of
“1031" tax exchanges was considered to be 
6the strongest factor (Figure 2). This federal tax
provision allows for deferral of federal capital
gains tax if the tax payer reinvests in real
estate within an allotted time period. Survey
respondents from across the entire state noted
this pattern. Corresponding to this is the
presence of non-farmer investor interest which
ranked very high in perceived contribution to
recent land value increases. While the “1031"
exchange provision is being used by all buyer
groups, it is probably most notable
among non-farmer buyer entities who
are being attracted to this type of
investment in part because of the tax
provision. 
The succession of other factors from
these highest ranking elements tends
to mirror previous years arrays. Most
factors are seen to be contributing to
upward value movements, but to
more moderate  degrees. 
In 2005, I-300, Nebraska’s restriction
of non-family corporate ownership of
agricultural land and operation of
agricultural production units,  was
overturned in the courts.  This was
viewed as only slightly influencing
agricultural land values in an upward
direction. As this ruling works
through the appeals process, market
observers in some parts of the state
may see some greater impact in the
future. 
As noted earlier, the issue of
irrigation water availability is
entering into the land market
dynamics in many areas of the state.
But the overall influence upon land
values is perceived at this juncture to
be mixed. As one survey respondent
commented, “the real effects of water
restrictions are not yet clear in the
market place”. Certainly, in some of
the most affected areas of water
constraints, the value impact has been
downward. But simultaneously, in other areas
where water availability remains unchanged
and development potential is still possible, the
water effect may actually be an additional
premium on land values, contributing to some
upward value movement. Thus, the perception
of a small, but positive, effect on agricultural
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Figure 2.  Reporters’ Rating of Factors Influencing Agricultural 
land Values in Their Areas of Nebraska, February 2006.
7Impact of Recent Property Tax Legislation
                                            
In 2006, as has been true in earlier years, the
two factors ranked as negative influences on
agricultural land values were future property
tax policy and current property tax levels. By
comparison with neighboring states, as well as
with the rest of the country, property taxes on
Nebraska’s agricultural land have always been
relatively high.   
Subsequent to the 2006 survey in February,
the Nebraska Legislature did pass a tax
provision whereby, beginning January 1,
2007, agricultural land will be assessed for
property tax purposes at 75 percent of its
market value instead of the current level of 80
percent. On the surface, this may appear to be
a property tax reduction of 6.25 percent (1.00
- .75/.80 = .0625). However, this is not the
case since in much of Nebraska, agricultural
land represents a substantial portion of a
taxing jurisdiction’s total assessed property
value. So, a lower assessed value of
agricultural land  will require a higher  tax
levy assigned to the real estate (assuming levy
limits have not been reached and government
services are not reduced). In turn, the actual
percentage tax reduction of the recent
legislation that agricultural land owners will
experience will usually be much less than the
percentage reduction of assessed value. 
Figure 3 illustrates the final effect on tax
obligation as impacted by the proportion of
total assessed value that agricultural land
represents. If the proportion is only 20
percent, as can be likely in some of the more
populated areas of the state, then estimated tax
reduction is about five percent  (the bulk of
the reduced assessed value can be shifted to
other property classes and the levy moves up
only marginally). However, in the more rural
area where agricultural land accounts for 80
percent of the total assessed value, the bulk of
the reduced assessed value must be covered
by a levy increase; so the expected tax
reduction is only 1.25 percent. Using county
averages presented in Figure 4, one can
reasonably estimate from Figure 3 the actual
tax reduction to be expected from the recent
legislative change.        
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8Characteristics of 2005 Agricultural Land Transactions
Respondents to the 2006 UNL survey
provided detailed information on actual
agricultural land sales in their area which they
deemed representative of the local agricultural
land market. A total of 475 sales were
reported, comprising more than 120,000 acres
of land. Two very large sales of ranch land
were eliminated from this data set before
analysis was done, since they were considered
market aberrations that would improperly
skew the results. Tables 3 through 6
summerize the characteristics of these 2005
sales.
The physical and financial characteristics of
the 2005 sales are presented in Table 3. The
state averages in this table are relatively
meaningless since the variation across regions
is considerable. Small parcels comprised
primarily of cropland were very typical in the
East District, while much larger parcels with a
heavy component of pasture land were more
typical in the North District. Likewise,
regional average per acre values ranged from
about $600 per acre in the Northwest and 
North Districts to over $3,000 per acre in the
East District. Of course, even within regions,
the variability in physical characteristics of
the land transfers will vary considerably from
one local area to the next. 
As has been the case for a few years, about
half of the reported  real estate sales in the
UNL survey are described as cash sales
involving no debt incurred by the purchaser
(Table 4). Even with average sales price per
tract averaging more than $300,000 in every
region of the state, at least half of the buyers
continue to have the financial means to
acquire these parcels out-right using their own
financial capital. 



















































































































































































9Table 3. Land Characteristics of 2005 Agricultural Real Estate Transactions, by






Average Percent Distribution Average Price
Dry  Cropland Irrigated Cropland Pasture Per Acre Per Tract
































































 SOURCE: Based on 475 transactions which occurred across Nebraska during 2005 and reported in the 2006 UNL Nebraska Farm
Real Estate Market Developments Survey.
Table 4. Types of Financing Associated with 2005 Agricultural Real Estate Sales, by
Agricultural Statistics District in Nebraska.
Agricultural Statistics
District
Financing of Purchase 
Cash Purchase Mortgage Contract for Deed Other Total 























































      
       SOURCE: Based on 475 transactions which occurred across Nebraska during 2005 and reported in the 2006 UNL Nebraska Farm
Real Estate Market Developments Survey.
As interest rates have crept  upward
throughout the U.S. economy over the past 18
months, many observers of the real estate
industry suggest that this will tend to dampen
real estate demand and slow, if not reverse,
the appreciating values. For the residential
real estate industry, this may certainly be the
case, since the vast majority of residential
purchases involve mortgage financing; and
higher mortgage interest rates will reduce
buying power. Likewise, the commercial real
estate sector may experience similar shock.
However, given the nature of the agricultural
land market described above, there is a certain
degree of insulation to interest rate increases
afforded by this relatively high incidence of
buyer-equity financing.
The 2005-year seller and buyer characteristics
tend to parallel the patterns of recent years
(Tables 5 and 6). Estate settlement continues
to be the primary seller classification, a
10
reflection that agricultural land ownership
tends to be long term in nature, often for a
lifetime in fact. Non-farmer sellers also
represent a presence on the supply side of the
market. In many instances, these sellers have
acquired land as heirs to estates who then later
prefer to liquidate their holdings. 
On the buyer side, about three of every five
transfers in 2005 were acquired by active
farmers/ranchers, a level quite similar to that
of recent years. Almost always, such
acquisitions are added to existing agricultural
operations as the consolidation process
continues. Purchases by beginning
farmers/ranchers are the exception.    
Table 5. Percent Distribution of Agricultural Real Estate Transactions in 2005 by
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SOURCE: Based on 475 transactions which occurred across Nebraska during 2005 and reported in the 2006 UNL Nebraska Farm Real Estate
Market Developments Survey.
Table 6. Percent Distribution of Agricultural Real Estate Transactions in 2005 by Buyer



































































SOURCE: Based on 475 transactions which occurred across Nebraska during 2005 and reported in the 2006 UNL Nebraska Farm Real Estate
Market Developments Survey.
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In 2005, non-local buyers of agricultural real
estate represented 20 percent of the buyers (13
percent in-state and seven percent out-of-state
buyers). This level is the highest proportion
recorded in the history of this series. A decade
ago, such buyers averaged only 10 to 12
percent of the agricultural real estate market.
Along with increasing interest among non-
farmer buyers, there has also been changes in
the marketing of real estate such that potential
buyers are attracted from far greater distances.
Our electronic world of today shrinks distance
and geographically expands all kinds of
markets far beyond previous constraints. And
the market for agricultural real estate is no
exception.
Net Rates of Return to Agricultural Land
Reporters to the UNL survey provided
estimates of the average percentage net rates
of return for the three agricultural land
classes. This percentage rate is the annual
expected per acre income return to the land
owner (after property taxes and all other
owner-related expenses are subtracted)
divided by the current average value per acre.
In financial terms, this is the estimated
percentage rate of return on assets (ROA).
Real estate appraisers calculate this return on
income-producing property and refer to it as
the market-derived capitalization rate, since it
is based upon the estimated annual net income
flows associated with recent market sales.        
       
       
The current as well as the historical average of
annual net rates of return are presented in
Table 7. The 2006 annual average at the state
level for each of the three land classes is at the
lowest level in the 17-year history of this data
series. A very obvious downward trend over
many years has occurred as agricultural land
values have appreciated at faster rates than
agricultural earnings. 
This pattern does not necessarily infer that
today’s market values are not justified by the
underlying income earning potential. Rather,
it represents the fact that buyers are more
willing to bid more for land without
corresponding increases in average current
earnings. And they do so for a variety of
reasons. For example, the earnings expected
by the individual buyer will often tend to be
higher than that of the market–a common
pattern among active-farmer buyers who are
adding the purchased parcel to a larger
operation. Likewise, non-farmers may by
factoring in the perceived dollar savings of a
tax deferment using the 1031 tax exchange;
thus be willing to bid  land values higher than
otherwise. And for the market buyer group in
general, there are many expectations of
benefit flows associated with land purchase
that extend beyond the level of the current
ROI measure.  
Nevertheless, agricultural land remains an
income-producing asset whose value will
maintain some degree of relationship to its
observable earnings potential. And, if market
participants see that relationship being skewed
too severely, there will be an appropriate
value adjustment towards a more realistic
level at some point in time.  
12
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a SOURCE:  UNL Nebraska Farm Real Estate Market Developments Surveys.
b Reporters' estimates of current annual net percentage rates of return given current values.  Real estate appraisers refer to this
percentage as the market-derived capitalization rate.
Cash Rental Market Conditions 
Given the value levels of agricultural real
estate and the ever-increasing size of
agricultural units, most agricultural producers
have neither the financial resources nor the
personal interest in owning their total
agricultural land base. Instead, they control a
substantial portion of their land assets via
leasing. Consequently, the rental market for
agricultural land is a significant component in
today’s production agriculture. 
Increasingly, land leasing is being done
through cash arrangements instead of crop
share leasing. Tenants and landowners
typically negotiate an agreeable rent which
tenants will then pay in two installments, one
at the beginning of the crop year (March 1st )
and the second at the end of the season. 
The reported 2006 cash rental rates for
cropland and pasture are presented in Table 8.
Averages as well as reported ranges of per-
acre rates are given. The diversity of
agricultural productivity is clearly illustrated
here–not only from region to region, but
within region as well. For cropland, the low-
quality dryland cropland in the Northwest
District reportedly was renting for $17 per
14
acre, while high-quality center pivot irrigated
land in the East District was reportedly renting
for $177 per acre, a ten-fold difference.
Comparing these 2006 per-acre cash rental
rates with those of previous years in Appendix
Table 6, shows the 2006 rates to be up
somewhat from 2005 levels in the eastern part 
of the state; while some modest declines are
evident in the water-stressed areas of the south
and southwest. But even in those areas with
higher cash rents, the percentage increases
usually fell below the corresponding increases
to values. 
Given higher input costs coming into 2006,
particularly for energy-related inputs, many
people expected cash rents to be negotiated
downward somewhat. Prevailing drought
conditions in the western areas was also
expected to push rent levels downward
somewhat.  However, given the robust
demand for rental land in most local markets,
a widespread downward adjustment in per-
acre rates did not materialize going into the
2006 crop year. 
Specific Cash Rental Arrangements on Center Pivot
Irrigated Land 
In this year’s survey, reporters were asked to
provide additional information on rental rates
as negotiated on center pivot irrigated land.
Obviously, this type of irrigation usually
involves leaving corners of the parcel
unirrigated. On average, 132 acres of a 160-
acre quarter section of cropland will be
irrigated with a full circle, leaving 28 acres
dryland cropland. 
The reported per-acre rates for the dryland
corners were actually below the average
dryland cropland rates for the sub-state region.
As can be seen in Table 9, these rates
compared with dryland cropland rates in Table
8 show the negotiated rates for dryland
corners are discounted in every area of the
state. This is a logical adjustment for the
market to be making since the tenant farming
the irrigated circle can not efficiently make
adjustments to input levels on these small,
irregular-shaped corner parcels. 
Other appropriate adjustments to cash rental
rates on center pivot irrigated land need to be
made depending on different ownership
configurations of the associated irrigation
system. The rates reported in Table 8 assume
the land owner owns the entire irrigation
system. When the tenant is providing part of
the system, then the negotiated per-acre rates
should be adjusted downward accordingly for
the payment-in-kind he/she is making in
addition to the cash payment. 
As noted in Table 9, when the tenant owns the
power unit for the irrigation system, the
reported cash rates are from $6 to $9 per acre
less than the averages reported in Table 8.
This pattern of rent adjustment for the tenant-
owned power unit would also hold true for
gravity irrigated cropland as well. 
It is also not uncommon for the tenant to be
owning the center pivot itself, while the
landowner is providing the rest of the
irrigation system. When this occurs, survey
respondents reported negotiated cash rents
that were $15 to $19 per acre lower across the
regions of the state for 2006. Given the
ownership costs associated with such systems,
these  per-acre rental rate adjustments seem
quite realistic; and could be used as a good 
proxy for negotiating shared ownership 
systems. 
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Table 8. Reported Cash Rental Rates for Various Types of Nebraska Farmland: 2006
Averages and Ranges by Agricultural Statistics District. a   
Type of Land Agricultural Statistics District 
Northwest North Northeast Central East Southwest South Southeast
                              - - - - - - - - -- - --- - - - - - - - - - Dollars Per Acre - - - - - - -- - - - - - -  - - - - - - - - - 
Dryland Cropland:
Average . . . . . . . . . . .
Range:
High . . . . . .


























Average . . . . . . . . . . .
Range:
High . . . . . .

























Center Pivot Irrigated Cropland
Average . . . . . . . . . . .
Range:
High . . . . . .


























Average . . . . . . . . . . .
Range:
High . . . . . .


























Average . . . . . . . . . . .
Range:
High . . . . . .


























Average . . . . . . . . . . .
Range:
High . . . . . .


























Average . . . . . . . . . . .
Range:
High . . . . . .

























a SOURCE:  Reporters’ estimated cash rental rates (both averages and ranges) from the 2006 UNL Nebraska Farm Real Estate
Market Developments Survey.
b Insufficient number of reports.
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Table 9: Cash Rental Adjusted Rates on Center Pivot Irrigated Cropland by Agricultural
Statistics District, 2006a
Agricultural Statistics District Average Rate Per Acre
For the Dryland Corners
When Tenant Owns: 
Power Unit Center Pivot
------------------------Dollars Per Acre-------------------------------
Northwest 20 93 88
North 33 b b
Northeast 92 140 129
Central 59 131 125
East 97 148 138
Southwest 26 b b
South 48 133 123
Southeast 78 145 133
a Source:   2006 UNL Nebraska Farm Real Estate Market Development Surveys
b Insufficient number of reports.
Cash Rental Rates for Pasture
A strong cattle economy throughout 2005
and into 2006 led to some upward
movement in pasture rental rates,
particularly on a dollars-per-month basis
used in major grazing areas of Nebraska.
The 2006 rates for cow-calf pairs and for
stockers are presented in Table 10. 
For pairs, the district average rates ranged
from $23.00 in the Northwest $29.70 in the
Northeast. It should be noted that these pair
rates are not Animal Unit Month (AUM)
rates, since we are now considering cow-calf
pairs to typically be 1.20 to 1.25 animal
units. This will, however, vary with the size
of the cow and the age of the calf. 
Stocker rates for 2006 averaged $15.75 in
the Northwest to $17.65 in the North
District–a closer spread across the sub-state
districts than is true of cow-calf pairs. 
Within each district, the monthly rates for
both cow-calf pairs and for stockers show
fairly wide ranges. Often, these differences
are taking into account different negotiated
rental packages. The lower end of these
ranges are more reflective of the very basic
services provided by the landowner
(adequate water and perimeter fencing with
fencing materials for repair) with tenant
responsible for maintenance; while the
higher monthly charges often are accounting
for additional inputs and services provided
by the landowner. 
17
Table10. Reported Cash Rental Rates for Pasture on a Monthly Rate Basis for
2006: Averages and Ranges by Agricultural Statistics District. a   
Type Agricultural Statistics District 
Northwest North Northeast Central East Southwest South Southeast
 - - - - - - - - -- - - - - - - - - - - -  Dollars Per  Month - - - - - - -- - - - - - - - - - - - - -  
Cow-Calf Pair Rates c
Average . . . . . . . . . . . .
Range:
High . . . . . . .

























Stocker (500-600 lb) Rates: 
Average . . . . . . . . . . . .
Range:
High . . . . . . . .

























a SOURCE:  Reporters’ estimated cash rental rates (both averages and ranges) from the 2006 UNL Nebraska Farm Real Estate
Market Developments Survey.
b Insufficient number of reports.
c A cow-calf pair is typically considered to be 1.20 to 1.25 animal units (animal unit being 1,000 lb. animal).  However, this can vary
depending on weight of cow and age of calf.
2006 Gross Rent to Value Ratios
The relationship of cash rental market to the
transfer market can provide valuable insight
into the dynamics of both markets. By relating
the current rental rate averages to current
values and calculating an average  gross rent-
to-value ratio, some inferences can be drawn
for specific property parcels for which there is
incomplete information. For example, one can
work from a known per-acre value of the
parcel back to an implied cash rental level for
the parcel, or, alternatively, estimate a market
value for the property from the current cash
rental rate levels. In other words, the gross
rent-to-value ratio is the linchpin connecting
these two markets. Estimates of gross rent-to-
value ratios for 2006 by region and type of
land are presented in Table 11.
A particularly useful application of this
relationship series is in identifying appropriate
variations in rental rates and/or market values
across different grades of land. For example,
in the Central district, the gross rent-to-value
ratio for gravity irrigated cropland is 6.3
percent for 2006 (average rents of $135 per
acre on land valued at $2,135 per acre). For
lower quality gravity irrigated land in that area
(land valued at $1,725 per acre)  the implied
cash rent on that land would be about $109
per acre ($1,725/$2,135 x $135 = $109). Or,
high quality gravity irrigated land
commanding cash rents of $155 per acre
would infer an associated value to that land of
$2,460 per acre ($155/.063 = $2,460).         
Estimates of gross rent-to-value ratios for
2006 show some considerable variation across
region. In the eastern areas of the state, these
ratios tend to be some of the lowest for nearly
all the land classes, as land value advances
have exceeded the rental rate trends over
many years. This would imply that the
underlying income-producing fundamentals in
these areas are somewhat weaker than in other
regions of the state where land value
appreciation for some types of land have been
more moderate in recent years.            
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Table 11. Reported Cash Rental Rates, Associated Estimates of Value, and Gross Rent
as a  Percent of Market Value by Type of Land and Agricultural Statistics
District, 2006. a
Agricultural Statistics 
District and Type of Land
Gross Average Cash 
Rent Per Acre 
Associated Value Per
Acre b
Gross Rent to Value
- - - - - - - - - - Dollars - - - - - - - - - - - - - Percent - - - 
Northwest:
Dryland Cropland
Gravity Irrigated Cropland 
Center Pivot Irrigated Cropland c
Pastureland 
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   97
102











Gravity Irrigated Cropland 
















Gravity Irrigated Cropland 
























Gravity Irrigated Cropland 
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135
  140
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  123
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Gravity Irrigated Cropland 













































































a Source: 2006UNL Nebraska Farm Real Estate Market Developments Survey. 
b Average values given by reporters for the land on which their cash rent estimates were made.
c Value of the pivot included in the value per acre of this land class.
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Analyzing Typical Returns to Agricultural Land
The market is crazy! At today’s prices (values)
land will not pay for itself! These are common
statements made by observers of the
agricultural real estate market who simply
don’t see earnings expectations justifying the
current bid levels. 
In order to understand the underlying
economics of agricultural land markets, it is
valuable to analyze in some greater detail the
landowner’s earnings potential associated
with typical land parcels. Using current values
and cash rental rates, we construct in Table 12
a more comprehensive assessment of annual
earnings and the associated debt-carrying
capacity of those earnings with respect to the
parcels’ 2006 current market value.
For the variety of regional land classes
observed, the annual percentage net rates of
return range from a low of 2.6 percent for
gravity irrigated land in the Eastern District to
4.5 percent for dryland cropland in the
Southwest District. Those regions of the state
experiencing the largest rates of value
appreciation in recent years were
characterized by the lower annual rates of
return. Even irrigated land, for which
estimated net rates of return in Table 7 are
somewhat higher than the calculated returns
presented here, shows quite low returns when
the ownership costs of
irrigation systems are fully considered in the
analysis. In short, the annual net dollar returns
for much of this state’s agricultural land are
currently hovering around three percent of
current market value.
Given these rates of return and current
mortgage interest rate levels, the calculated
debt carrying capacity of the land parcels is
almost always a minor portion of the
associated market value. Only for the
Southwestern District’s dryland cropland, do
the estimated earnings cover more than half of
the current market value under a 25-year
amortized loan at 7.0 percent. 
In summary, the conventional wisdom that
land will not pay for itself is quite accurate.
Expected annual earnings don’t pay for the
land! However, seldom in the course of the
market’s history have the generated annual
earnings covered the payments of any sizable
mortgage. Even before the runup of values
over the past three years, most land classes
around the state had earnings equivalent to
debt carrying capacity of less than 50 percent
of market value. Consequently, it is not
surprising that less than half of all purchases
involve debt financing; and even when
mortgages are involved, the associated down-
payments are usually quite sizable.
2006 Cash Rental Information for Selected Counties
In addition to the UNL state-wide survey,
extension educators in five counties conducted
their followup rental market surveys in their
own respective counties. The common
information collected from these counties is
presented in Table 13. Additional information
was also collected on related issues important
to the specific county. For example,
information on the grazing of corn stalks
following harvest was collected in some of the
counties. For more information on these
county surveys, please contact the County
Extension Office directly.  
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1. Current purchase price per acre . . . . . . . . . . $1,900.00 $2,675.00 $2,300.00 $2,925.00 $1,625.00
2. Annual cash rent per acre (gross) . . . . . . . . $97.00 $147.00 $102.00 $144.00 $83.00
3. Gross Rent-to-Value ratio . . . . . . . . . . . . . . 5.1% 5.5% 4.5% 4.9% 5.1%
Annual owner expenses  (per acre) . . . . . . . . . .
4.      Real Estate Taxesc . . . . . . . . . . . . . . . . . . $24.70 $34.80 $29.90 $38.00 $21.10
5.      Irrigation Costsd . . . . . . . . . . . . . . . . . . . --- $34.00 --- $26.00 ---
6.      Incidental Costs . . . . . . . . . . . . . . . . . . . $3.50 $5.00 $3.50 $5.00 $3.50
7.      Total Owner Costs . . . . . . . . . . . . . . . . . $28.20 $73.80 $33.40 $69.00 $24.60
8. Annual net returns per acre 
   (before income taxes) . . . . . . . . . . . . . . . . $68.80 $73.20 $68.60 $75.70 $58.40
9. Percentage rate of return to land  (before
income taxes) . . . . . . . . . . . . . . . . . . . . . . . . 3.6% 2.7% 3.0% 2.6% 3.6%
10. Mortgage amount per acre which could be serviced by the net returns assuming:
15-year amortized loan at 6.5% interest $645.00 $688.30 $645.00 $711.80 $549.10
     % of purchase price . . . . . . . . . . . . . . . . 34% 26% 28% 24% 34%
25-year amortized loan at 7.0% interest $801.80 $853.00 $799.00 $882.20 $680.60
        % of purchase price . . . . . . . . . . . . . . . 42% 32% 35% 30% 42%



















1. Current purchase price per acre $500.00 $2,110.00 $1,270.00 $1,730.00 $335.00
2. Annual cash rent per acre (gross) . . . . . . .  $31.00 $139.00 $97.00 $120.00 $14.00
3. Gross Rent-to-value ratio . . . . . . . . . . . . . . 6.2% 6.6% 7.6% 6.9% 4.2%
Annual owner expenses (per acre) . . . . . . .
4.      Real Estate Taxes c/ . . . . . . . . . . . . . . . . . $6.50 $27.45 $16.50 $22.50 $3.70
5.      Irrigation Costs d/ . . . . . . . . . . . . . . . . . . -- $34.00 $26.00 $34.00 --
6.      Incidental Costs . . . . . . . . . . . . . . . . . . . $2.00 $5.00 $4.00 $5.00 $1.00
7.      Total Owner Costs . . . . . . . . . . . . . . . . . $8.50 $66.45 $46.50 $61.50 4..70
8. Annual net returns per acre 
   (before income taxes) . . . . . . . . . . . . . . . .
$22.50 $72.55 $50.50 $58.50 $9.30
9. Percentage rate of return to land 
   (before income taxes) . . . . . . . . . . . . . . . 4.5% 3.4% 4.0% 3.4% 2.8%
10. Mortgage amount per acre which could be serviced by the net returns assuming:
15-year amortized loan at 6.5% interest $211.60 $682.20 $474.80 $550.00 $87.40
      % of purchase price . . . . . . . . . . . . . . . . 42% 32% 37% 32% 26%
25-year amortized loan at 7.0% interest $262.20 $845.50 $588.50 $681.70 $108.40
      % of purchase price 52% 40% 46% 39% 32%
a/ Current purchase prices and cash rents based upon the UNL 2006 Nebraska Farm Real Estate Market Survey.
b/ Value of pivot of approximately $200.00 per acre added to the land value.
c/ Real estate taxes assumed to be 1.3 percent of purchase price for all cropland, and 1.1 percent of purchase price for all rangeland.
d/ Estimated fixed costs of depreciation and insurance on irrigation equipment, based on Estimated Irrigation Costs, 2001, Nebraska Cooperative Extension CC371. 
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Table 13.  Rental Market Characteristics for Selected Counties in Nebraska, 2006
Subject
Nebraska Counties with 2006 Supplemental Rental Surveys
Custer Dawson Gage Nemaha Saline
































































































Based on 2006 individual county surveys conducted by the  Extension Service
County Level Average Values From the 2002 Census of
Agriculture
The U.S. Census of agriculture is conducted
every five years. The most recent census was
the 2002 Census from which county-level
detail for each state has now been compiled
and published. 
We have included in this report in Appendix
Table 7, the 2002 county-level average market
value of agricultural land and buildings per
acre and the historical census series dating
back to 1940.  
These average values and the associated time
series can be particularly useful to market
participants in at least two ways. First, it can
be useful in identifying the general
configuration of county values within the sub-
state agricultural statistics districts used in this
report series. Certainly, there can be wide
variation in land characteristics within the
respective multi-county districts; and these
county level census averages can assist in
drawing more geographically detailed
inferences.   
   
Second, individuals may find the need to
estimate the market value for a particular
parcel of land at a much earlier point in time.
Often this is the case for establishing an
earlier basis value for the determination of
accrued capital gains in estate settlements.
Having this long term historical value series
down to the county level can assist in this
process. 
There are, however, some specific limitations
to this data series. The dollar per acre
averages refer to both agricultural land and
building improvements; and so may overstate
the value of the respective land component.
Also, the estimates of value are those provided
by the census respondents who may have little
or no recent association with or knowledge of
the agricultural land market in their localities.
Consequently, the county level estimates can
be skewed at times by the lack of informed
market knowledge of the census respondents.
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See footnotes at end of table.
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2006b 47.8 45.7 1,001 957.0 45,746 6,862
a SOURCE: Farm Real Estate Historical Series Data:  1950-92, USDA, Economic Research Service, Sta. Bul. No. 855, May 1993 and earlier reports  as
well as recent electronic issues annually by Economic Research Service, U.S. Department of Agriculture.
b Preliminary estimates.
See footnotes at end of table. 27
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  7.4
  2.8
   -7.5  
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 -3.2
 -4.4
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    6.9
  16.9
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  21.7
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a Revised from series reported in earlier reports.  Refers to year ending March 1 for years prior to 1976; year ending February 1 for years 1976-1981; year
ending April 1 for years 1982-1985; year ending February 1, 1986-1989; year ending January 1, 1990-1994; mid-year 1995-1997, and year ending January
1, 2000.
b Computed by dividing the USDA average value per acre by the 1st Quarter GDP Price Deflator (2000 = 100) and multiplying by 100.
c A positive value entry in this column represents a real increase in asset value for the year (i.e., the rate of land value appreciation exceeded the general
rate of inflation for the U.S. economy).  Conversely, a negative value entry represents a real decrease in asset value.
d Preliminary estimate.
29
Appendix Table 3. Nominal and Deflated Agricultural Land Values by Selected Types of Land in Nebraska, 1978 to 2006.a
Year
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a February 1st estimates reported in the UNL Nebraska Farm Real Estate Market Developments surveys.
b Computed by dividing the average value per acre by the 1st Quarter Gross Domestic Price (GDP) Deflator and multiplying by 100.
c Pivot not included in per acre value.
d Deflated all land average based on the UNL Nebraska survey series and will not correspond directly with the USDA series presented in Appendix Table 2.
______________________
See footnotes at end of table. 30
Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of





Northwest North Northeast Central East Southwest South Southeast Statecd
- - - - - - - - - - - - - - - - - - - - - - - - - -- - - - - - - Dollars Per Acre - - - - - - - -  -  - -- - - - - - - - - - - - - - - - - 
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Northwest North Northeast Central East Southwest South Southeast Statecd
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______________________
See footnotes at end of table. 36










































































































































































































































































































Appendix Table 4. Average Reported Value of Nebraska Farmland for Different Types of





Northwest North Northeast Central East Southwest South Southeast Statecd
















  405 
  796
  970 
  844
1,044
   500d
























   865
  843
  734























   695
   749
   720
   642















































   339
   306
   346














































   473
   492
   510
   531















































   608









































































a February 1st estimates reported in the annual UNL Nebraska Farm Real Estate Market Developments Surveys.
b Pivot not included in per acre value.
c Weighted average based upon acreage in each land type.
d All land average for state may not conform to USDA series due to different acreage weighting.  In addition, the USDA series includes farm buildings
in its per acre estimates of value.
See footnotes at end of table.
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Appendix Table 5. Historical Per Acre Value Range for Different Types and Quality Grades of Land in
Nebraska by Agricultural Statistics District, 2001-2006. a
District and Type of Land
Reported Value Per Acre
Low Grade High Grade
2001 2002 2003 2004 2005 2006 2001 2002 2003 2004 2005 2006
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -Dollars per acre - - - - - - - - - - - - - - - - - - - - - - - - - - - – - - - - - - - - - - - - - - - - -
- 
Northwest:
   Dry Crop (No irr. potential)1
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































Appendix Table 5. Historical Per Acre Value Range for Different Types and Quality Grades of Land in
Nebraska by Agricultural Statistics District, 2001-2006. a
District and Type of Land
Reported Value Per Acre
Low Grade High Grade
2001 2002 2003 2004 2005 2006 2001 2002 2003 2004 2005 2006




   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated






















































































   Dry Crop (No irr. potential)
   Dry Crop (Irr. pot.)
   Grazing (Tillable)
   Grazing (Nontillable)
   Hayland
   Gravity Irrigated





















































































a Source: UNL Nebraska Farm Real Estate Market Developments Surveys.
b Pivot not included in per acre value.
__________________________
See footnotes at end of table.
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Appendix Table 6. Historical Average Cash Rental Rates of Nebraska Farmland for






Northwest North Northeast Central East Southwest South Southeast
    - - - - - - -- - - - - - - - - - - - - - - - - - - - - Dollars Per Acre - - - - - - - - - - - - - - - - - - - - - - -  - - -
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Northwest North Northeast Central East Southwest South Southeast
__________________________
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Northwest North Northeast Central East Southwest South Southeast
__________________________
See footnotes at end of table.
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    1985
    1986
    1987
    1988
    1989
 b
   b
   b
   b




































    1990
    1991
    1992
    1993










































    1995
    1996
    1997
    1998












































    2003
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Northwest North Northeast Central East Southwest South Southeast
__________________________
See footnotes at end of table.
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Dryland Alfalfa
    1981
    1982
    1983







   b
   b
   b
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   b
   b
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   b











    1990
    1991
    1992
    1993
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    1995
1996
    1997
    1998
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   b
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   b












    2000
    2001
    2002
    2003
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Northwest North Northeast Central East Southwest South Southeast
__________________________
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   b
   b
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   b
   b
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Northwest North Northeast Central East Southwest South Southeast
__________________________
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   b
   b
   b
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   b
   b
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   b

















   b
   b
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Northwest North Northeast Central East Southwest South Southeast
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- - - - - - - - - - - - - - - - - - - - - - - - - - - - Dollars Per Month- -  - - - - - - - - - - - - - - - - - - - - - - 














































































































































































































































a Reporter’s annual estimates of cash rental rates in the annual UNL Nebraska Farm Real Estate Market Developments Survey Series.
b Insufficient number of reports. 
c A cow-calf pair is typically considered to be 1.20 to 1.25 animal units (animal unit being 1,000 lb. animal).  However, this can vary
depending on weight of cow and age of calf. 
 
See Footnotes at end of table
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Appendix Table 7: Estimated Market Value of Agricultural Land and Buildings Per Acre by
Nebraska County, Census Years 1940-2002. ab
County 1940 1945 1950 1954 1959 1964 1969 1974 1978 1982 1987 1992 1997 2002
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  Dollars per acre  - - - - - - - - - - - - - - - - - - - - - - - – - - - - - - - - - - - - - - - -




































































































































































































































































































































































































































































































































































































































































































Appendix Table 7: (Continued)
County 1940 1945 1950 1954 1959 1964 1969 1974 1978 1982 1987 1992 1997 2002


















































































































































































































































































































































































































































































































































































































































































































































a Source: Barnard, Charles and John Jones, Farm Real Estate Values in the United States by Counties, 1950-1982,
Economic Research Service, U.S. Department of Agriculture, Statistical Bulletin No. 751, March 1987.  For years,
1992, 1997, and 2002 values from the Census of Agriculture, Nebraska.
b Represents average value per acre as estimated by farm operators responding to the Census of Agriculture (Conducted
approximately every five years.)
